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I).  C.,  FROM  the  Committee  on  Banking  and  Currency, 
Feb.  25,  1901.  “ To  make  the  Currency  Respon- 
sive TO  THE  Varying  Needs  of  Business  at 
All  Seasons  and  in  All  Sections." 
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CURRENCY. 


Address  by  Hon.  Wm.  C.  Lovering. 


It  would  be  the  height  of  presumption  to  suppose  that  I 
could  enlighten  any  of  the  bank  presidents  of  Boston  concern- 
ing questions  of  finance.  There  are  no  wiser  or  better-in- 
formed  men  in  the  country  than  those  who  direct  the  affairs 
of  our  banks. 

Nothing  in  the  world  sharpens  a man’s  wits  like  money,  and 
the  closer  he  gets  to  it  the  keener  his  wits  become.  I mean 
this  in  its  very  best  sense,  for  I believe  the  record  will  show 
that  never  in  the  history  of  American  banking  were  the  banks 
nmnaged  by  more  honorable,  high-minded,  faithful  and  efficient 
officers  than  they  are  to-day. 

In  the  few  moments  that  I shall  occupy  your  attention  I shall 
not  attempt  to  present  you  with  any  views  upon  the  general 
subject  of  banking  and  currency,  but  shall  confine  myself  to 
those  points  only  which  relate  to  the  gold  standard  and  an 
asset  currency. 

This  is  not  a subject  to  be  treated  Avith  high-sounding 
j)hrases,  — plain  words  can  best  tell  Avhat  we  are  aiming  to 
accomplish ; and  so  I shall  not  deviate  from  such  simple,  direct 
and  exact  statements  as  I am  able  to  make. 

GOLD  STANDARD. 

To  the  student  of  finance  the  evolution  of  the  gold  standard 
furnishes  an  instructive  study.  Since  we  have  finally  reached 
this  standard,  it  is  interesting  to  look  back  over  the  way  by 


4 


which  we  came,  and  especially  to  note  the  change  of  heart  that 
has  taken  place  in  a great  many  of  our  strong  men,  who  have 
until  very  recently  espoused  the  cause  of  bi-metallism.  W'e 
haA’e  to  go  but  little  farther  back  to  tind  equally  strong  men 
advocating  the  free  coinage  of  silver  at  16  to  1,  and  Ave  may 
go  back  all  through  the  period  of  irredeemable  })aper  currency 
and  fiat  money  to  the  earl}^  days  of  the  Confederation,  AA'hen  the 
States  issued  all  the  mone\^ 

I tind  this  recorded,  that  at  one  time  seven  towns  in  Bristol 
County  had  sent  in  a petition  to  the  General  Court  for  the 
issue  of  paper  money  on  a plan  as  novel  as  it  Avas  dangerous, 
and  as  impracticable  as  it  Avas  dishonorable.  The  petitioners 
knew  })erfectly  Avell  that  AAdiatcA^er  promise  of  redemption  the 
money  bore,  it  AA’as  sure  to  depreciate.  They  therefore  hit 
upon  Avhat  the}’  thought  a most  happy  plan.  The  money 
never  should  be  redeemed,  but  should  at  stated  times  and  at 


ti.xed  rates  be  marked  olf  and  alloAved  to  depreciate  until  the 
entire  issue  Avas  extinguished.  The  petition  Avas,  to  their  great 
sur})i’ise  and  disappointment,  rejected  by  a large  majority  in 
the  House,  and  the  Avonder  is  that  there  Avere  any  avIio  Avere 
willing  to  entertain  it. 

Since  the  last  national  election  it  may  be  said  that  the  gold 
standard  rests  upon  something  better  than  the  law  which  fixes 
it.  It  rests  to-day  upon  the  intelligent  sentiment  of  the  public 
and  upon  their  sanction  declared  at  the  polls.  I do  not  believe 
that  the  people  Avill  take  a step  backAvard  in  this  matter. 

The  bill  Avhich  Avas  prepared  b}’  the  Rei)ublican  caucus  com- 
mittee at  Atlantic  City  in  the  spring  of  1899,  and  Avas  adopted 
without  a single  change  by  the  House,  contained  the  most 
absolute  declaration  regarding  the  gold  standard  that  has  ever 
been  drawn.  It  lacked  ljut  one  word  of  l)eing  perfect,  — 
interchangeability.  Interchangeability  of  money  Avas  implied, 
tliough  not  exactly  expressed,  in  the  bill,  but  the  Senate  re- 
fused to  go  ev’en  as  far  as  the  House  in  this  direction.  I can- 
not forget  the  lame,  halting  and  unsatisfactory  defence  which 
the  Senate  finance  committee  made  in  advocating  the  Senate 
bill  upon  this  point.  I do  not  believe,  as  has  been  asserted. 
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that  the  purpose  of  these  Senators  Avas  to  keep  the  question 
open  as  a basis  of  future  political  issues,  but  I do  think  they 
doubted  AA'hether  the  public  Avould  sustain  so  strong  a measure 
as  the  House  bill. 

As  there  is  to  be  no  baclcAvard  step,  it  is  to  be  hoped  that 
Congress  Avill  at  an  early  date  declare  for  the  absolute  inter- 
changeability of  all  moneys. 


ELASTIC  CURRENCY. 

It  is  generally  conceded,  I belicAe,  that  a greater  degree  ot 
elasticity  in  our  currency  is  desiral)le.  To  assure  myself  of 
this  fact,  I took  occasion,  two  years  ago,  as  one  of  the  caucus 
committee  of  the  House  appointed  to  prepare  the  l)ill  which 
Avas  presented  in  the  first  session  of  the  fifty-sixth  Congress, 
and  Avhich,  as  amended  in  conference,  became  a laAV  iMarch  4, 
1900,  to  send  out  a series  of  questions  to  all  the  banks  in 
XeAv  England. 

O 

This  was  one  of  the  questions  : Are  you  in  favor  of  circulat- 

ing notes  based  on  the  bank  assets?"  The  answers  received 
revealed  thirty  per  cent,  favorable  to  asset  currency  and  seventy 
per  cent,  unfiworable  to  it.  It  is  fair  to  say,  however,  that  this 
small  percentage  of  favorable  replies  Avas  due  to  the  fact  that 
in  Vermont  only  seA’en  per  cent,  answered  faA’orably  and  ninety- 
three  per  cent,  answered  unfavorably.  The  percentage  of 
Massachusetts  banks  Avas  thirty-five  per  cent.  favora1)le  and 
sixty-five  per  cent,  unfavoi’able.  There  Avere  many  l)anks, 
hoAvever,  Avhich  either  made  a doul)tful  answer  or  no  ansAver 
at  all  to  this  question.  A further  study  of  these  replies  showed 
that  the  l)anks  which  made  fiivorable  ansAvers  were  banks  of 
large  capital  and  in  many  cases  city  banks. 

It  should  be  remembered  that  this  aa’us  in  April,  1899. 
Since  then  the  subject  has  come  to  be  understood  better  than 
before.  This  bill  has  been  })ublished  and  circulated  in  all 
parts  of  the  country,  Avith  the  result  that  a great  many  Avho  had 
previously  been  in  doubt  or  opposed  to  any  currency  legisla- 
tion have  changed  their  minds,  and  I have  received  innumer- 
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able  letters  from  l)ank  officers  favoring  an  asset  currency  and 
commending  the  lull. 

These  questions  gave  rise  to  a large  corres})ondence  con- 
cerning asset  currency,  and  a general  interest  in  the  sulqect 
was  soon  awakened.  Bankers  who  had  previously  exj)ressed 
themselves  unfavorably  or  in  doubt  admitted  that  there  might 
be  some  virtue  in  an  asset  currencv,  and  that  at  least  it  would 
be  perfectly  safe  to  try  the  experiment.  Hence  it  was  that  I 
introduced  in  Congress  on  Jan.  7,  1901,  what  is  known  as 
**  A bill  to  make  the  currency  responsive  to  the  varyingf  needs 
of  business  at  all  seasons  and  in  all  sections." 


COMMITTEE  HEARINGS. 

The  bill  was  of  course  referred  to  the  (committee  on  bankino- 
and  currency.  Several  hearings  were  held  by  a sub-committee. 


SECRETARY  GAGE. 

Secretai’y  Gage  was  invited  to  be  present,  and  express  his 
views  upon  the  subject  of  the  bill.  He  said  : — 

“ I have  read  the  bill,  and  its  design  and  purpose  are  in  the 
direction  which  legislation  should  take.  It  is  my  belief  that  our 
present  system  of  currency  is  awkward,  stiff,  irresponsive  to 
public  requii’ements  and  unscientific  in  theory.  It  seems  to 
me  fundamental  that  a properly  constituted  currency  must  be 
issued  by  some  agency,  which,  while  fuimishing  a medium  of 
circulation,  can  also  endow  that  medium  with  the  elements  of 
credit.  That  credit  must  be  extended  by  some  well-known 
agency,  so  that  when  its  notes  are  issued  they  may  serve  to 
meet  the  needs  of  the  commercial  community  for  instruments 
of  credit,  effective  in  the  exchange  of  property,  as  well  as  a 
mere  medium  or  instrument  of  circulation.  Our  present  sys- 
tem of  currency  fails  absolutely  to  meet  these  requirements. 

“ My  conviction  is  that  some  modification  in  our  present 
system  should  take  place,  which  will  enable  a bank  to  more 
perfectly  discharge  this  office  as  an  agency  for  making  credit 
effective  in  the  transactions  of  life. 
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“This  bill  looks  to  that  end.  It  provides,  speaking  gener- 
ally, a modification  of  our  present  system,  and,  under  certain 
conditions  therein  named  and  imposed,  it  allows  banking  insti- 
tutions to  issue  notes  based  upon  their  credit  and  responsibility 
to  a limited  extent.  That  extent  is  in  the  beginning  very  lim- 
ited, and  as  time  goes  on  becomes  operative  in  an  increased 
degree.  It  aims  at  a consummation,  in  my  opinion,  devoutly 
to  be  wished,  not  by  banking;  interests  as  a class,  but  by  the 
country  as  a whole. 

“ My  only  doubt  about  the  bill  is  whether,  in  the  first  place, 
it  is  timely ; and  whether,  in  the  second  place,  it  is  compre- 
hensive enough.” 

AVithout  repeating  all  that  the  secretary  said  regarding  the 
bill,  and  which  was  in  the  main  favorable,  I will  point  out  the 
fiict  that  he  thought,  as  a condition  precedent  to  or  accompany- 
ing this  legislation,  the  greenback  should  be  retired. 

I,  with  the  rest  of  the  committee,  was  perfectly  ready  to 
admit  that  this  was  desirable,  l)ut  perhaps  not  precisely  in  the 
way  the  secretary  at  the  time  intended.  I was,  and  always 
have  been,  in  favor  of  the  retirement  and  cancellation  of  the 
o’reenbacks  bv  the  «;overnment : whereas,  if  I understood 
the  secretary  aright,  he  was  in  favor  of  practically  throwing  the 
burden  of  their  retirement  upon  the  banks.  I cannot  see 
^ the  justice  of  this,  and  moreover,  if  they  are  taken  by  the 

banks  and  made  a basis  of  circulation,  it  is  doubtful  whether 
the  banks  will  ever  be  rid  of  them. 

The  greenback  is  a debt  of  the  government,  just  as  much  as 
a government  interest-bearing  bond,  and  must  eventually  be 
paid  by  the  government.  To  my  mind  there  is  no  more  senti- 
mental sanctity  to  a greenback  than  there  is  to  a government 
bond ; and  yet  as  wise  a man  as  ex-Speaker  Reed  said  it  Avould 
not  do  to  disturb  the  greenback,  lest  vou  wound  the  sensibili- 
ties  of  the  people  who  regard  them  with  a sentiment  akin  to 
f that  which  they  bear  to  the  American  flag. 

The  substance  of  Secretaiy  Gage’s  testimony  was,  however, 
in  favor  of  reporting  this  bill,  but  he  suggested  a few  minor 
changes  which  were  readily  adopted  l>y  the  committee. 


R.  M*  BRECKENRK)GE,  ESQ, 

:\Ir.  K.  M.  Breckenridge  of  New  York,  who  is  the  author  of 
a very  couipreheusive  work,  entitled,  The  Canadian  Bank- 
in^^  System,”  and  tinancial  editor  ot  the  Journal  ot  Coin- 
merce  ” and  ‘^Commercial  Bulletin”  of  Yew  \ork,  was  next 
heard  bv  the  committee.  To  summarize  ]\Ir.  Breckenridge’s 
A'ieAvs  re2*ardiu£r  this  bill,  he  thoiu^ht  it  was  sate  as  far  as  it 
went,  but  stop})ed  considerably  short  of  «hat  reforms  he  should 
consider  extremely  desirable  and  advantaoeous.  He  said  that, 
while  he  thought  the  country  could  get  along  without  it,  it 
would  get  along  much  better  with  some  currency  possessing  elas- 
ticity, and  based  rather  upon  the  commercial  needs  than  upon  the 
government  bond  business. 

HORACE  WHITE,  ESQ. 

At  a subsequent  hearing  Mr.  Horace  White  ot  the  New  lork 
“ Evening  Post”  appeai’ed  before  the  committee.  He  favored 
the  general  features  of  the  bill  and  emphasized  the  point  that 
he  believed  in  an  asset  currency,  stating  that  it  might  be 
obtained  by  a series  ot  clearing  houses  throughout  the  country, 
which  could  miarantee  all  the  banks  in  those  clearing  houses, 
and  see  to  it  that  all  the  currency  should  be  issued  under 
regulations  prescribed  by  law.  It  might  be  secured  by  one 
l)ank  so  large  that  no  doubt  would  arise  as  to  its  goodness, 
such  as  the  Bank  of  England  and  the  Bank  of  France.  It 
might  be  done  by  the  Canadian  system,  where  there  is  a series 
of  banks  with  very  large  capital  having  branches  distributed 
throughout  the  country.  He  stated,  however,  that  his  own 
preference  would  be  to  have  the  currency  guaranteed  by  the 
o-overnment,  the  o-overnment  undertaking  to  secure  itself  out 
of  the  assets  of  the  bank. 

I will  state  that  several  of  the  suggestions  of  Mr.  White 
were  incorporated  in  the  bill. 
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CHARLES  A.  CONANT,  ESQ. 

Mr.  Charles  A.  Conant  of  Boston,  a correspondent  of  the 
New  York  “.Tournal  of  Commerce,”  and  an  economist  of  great 
distinction,  also  appeared  before  the  committee.  Mr.  Conant 
reviewed  the  bill  very  carefully,  criticizing  some  ot  its  pro- 
visions and  making  a few  suggestions,  which  were  adopted  by 
the  committee. 

Referring  to  the  guaranty  fund  provided  under  the  bill,  he  said 
he  had  made  considerable  study  of  that  subject,  and  in  answer  to 
whether  he  thought  the  five  per  cent,  guaranty  fund,  with  one- 
half  per  cent,  tax  for  replenishing,  would  be  sufficient,  he  answered, 
**  Yes,  I should  think  it  would  be  completely  adequate.^' 

After  the  hearings  were  closed  the  bill  was  taken  up  in  the 
fidl  committee  of  banking  and  currency,  and  by  a unanimous 
vote  of  the  Republicans  of  the  committee  was  ordered  to  be 
re})orted  in  the  House. 

BILL  REPORTED  BY  BANKING  AND  CURRENCY  COMMITTEE. 

The  bill  reported  to  the  House  was,  with  a few  amendments, 
substantially  the  same  bill  as  was  first  introduced  in  the  House. 
This  is  the  bill  which  was  brought  to  your  notice,  and  upon 
which  you  have  invited  me  to  speak  to-day.  I will  not  under- 
take to  read  the  entire  bill,  but  will  give  a brief  synopsis  : 

SYNOPSIS  OF  BILL. 

Section  1 provides  that  additional  circulation,  beyond  the 
bond-secured  notes  already'  authorized  by  existing  law,  may  be 
issued  by  banks,  to  be  known  as  guaranteed  bank  notes. 

Such  issue  is  safeguarded  by  a provision  that  the  comptroller 
shall  not  be  compelled  to  issue  such  guaranteed  notes  to  any 
bank,  if,  for  any  reason  relating  to  the  condition  of  the  bank 
making  aj)plication  for  such  notes,  the  general  state  of  circu- 
lation or  the  foreign  exchanges,  he  shall  deem  such  action  to  be 
inexpedient. 

This  does  not,  however,  confer  any  new  power  upon  the 
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Comptroller  of  the  Currency  to  call  in  or  cancel  any  of  the 
guaranteed  bank  notes  that  have  been  issued.  This  is  entirely 
in  the  hands  of  the  bank  issuinar  its  notes. 

Section  2 provides  for  the  amount  of  guaranteed  notes  that 
a bank  may  issue,  namely,  an  amount  not  exceeding  onc-lifth 
of  the  face  value  of  the  United  States  bonds  that  said  bank  has 
on  deposit  with  the  United  States  Treasurer  to  secure  its  cur- 
rency notes  issued  under  existing  law.  But  no  l)ank  can  issue 
an  amount  exceeding  ten  per  cent,  of  its  paid-up  and  unim- 
paired capital. 

Section  3 estal>lishes  a guarantee  fund  of  five  per  cent,  of 
the  amount  of  outstanding  guaranteed  bank  notes,  to  be  kept 
in  the  division  of  issue  and  redemption  in  the  office  of  the  — > 

United  States  Treasurer,  and  exacts  that  this  fund  shall  l)e 
kept  intact. 

Section  4 provides  the  manner  in  which  the  Comptroller  of 
the  Currency  shall  redeem  the  notes  of  failed  banks,  and  the 
manner  in  which  the  United  States  treasury  shall  reimburse 
itself  for  all  payments  made  on  account  of  a l)anking  associa- 
tion refusing  to  pay  its  notes  on  demand  in  lawful  money. 

Section  5 provides  for  the  maintenance  of  the  auarantv  fund 
by  laying  ujion  the  banks  taking  out  such  circulation  a tax  of 
one-half  of  one  per  cent,  per  annum  during  the  time  such 
notes  are  in  circulation.  ^ 

Section  6 prescribes  the  manner  in  wdiich  the  Treasurer  of  the 
United  States  may  collect  and  enforce  the  payment  of  the  taxes, 
and  provides  suitable  penalties  for  non-payment. 

Section  7 pi’ovides  for  the  custody  and  disposition  of  the 
guaranty  fund.  It  also  provides  that  when  and  if  the  guaranty 
fund  shall  exceed  five  per  cent,  of  the  outstanding  guaranteed 
notes,  then  the  comptroller  may  at  his  discretion  direct  the 
repayment  to  the  banks  in  such  installments  as  he  may  see  tit 
of  the  unimpaired  j)ortion  of  their  original  contribution  of  five 
per  cent,  of  the  guaranty  fund.  So  that,  if  it  be  found  after 
a time  that  the  tax  of  one-half  of  one  per  cent,  shall  be  more  ^ 

than  sufficient  to  maintain  the  guaranty  fund  and  to  meet  all 


requirements  for  paying  the  notes  of  failed  banks,  the  solvent 
l)anks  may  enjoy  such  relief  as  they  may  be  entitled  to. 

It  also  provides  that  when  the  tax  has  raised  a fund  in  ex- 
cess of  probable  requirements  the  excess  may  be  covered  into 
the  treasury,  in  order  to  prevent  the  needless  locking  up  of  the 
money ; but  the  fund  shall  have  a lien  upon  amounts  thus 
transferred,  in  case  tliey  are  needed  to  meet  demands  u])on  it. 

Section  8 authorizes  the  Secretary  of  the  Treasury,  at  his 
discretion,  to  invest  the  guaranty  fund  in  bonds  of  the  United 
States,  and  the  bill  contemplates  that  the  fund  shall  be  held  as 
a trust  fund  exclusively  for  the  payment  of  the  notes  of  failed 
banks. 

Section  9,  in  order  to  further  secure  the  notes,  directs  the 
Comptroller  of  the  Currency,  when  he  shall  have  occasion  to 
sell  United  States  bonds  of  any  failed  l)aidv  at  public  auction 
under  the  existing  law,  to  apply  any  excess  in  amount  above 
their  par  value  which  he  shall  receive  for  said  bonds  to  the 
payment  of  the  outstanding  guaranteed  bank  notes  of  said 
bank. 

Section  10  establishes  a current  redemption  fund  to  take 
care  of  the  guaranteed  notes,  and  this  fund  is  subject  to  the 
law  governing  the  redemption  of  national  l>ank  notes.  This 
section  also  authorizes  the  redemption  of  guaranteed  bank 

notes  at  anv  or  all  of  the  sub-treasuries  of  the  United  States. 

«/ 

Section  1 1 authorizes  the  Comptroller  of  the  Currency,  with 
the  approval  of  the  Secretary  of  the  Treasury,  to  prescribe  the 
form  of  notes  to  be  issued. 

Section  12  prescril)es  the  method  of  withdrawal  trom  circula- 
tion of  any  of  the  guaranteed  bank  notes  which  a bank  shall 
have  issued,  and  establishes  the  condition  upon  which  the  tax 
upon  notes  so  withdrawn  shall  cease. 

Section  13  looks  to  the  extension  of  note  issues  after  three 
years,  and  again  after  six  years  from  the  passage  of  this  act. 
If  it  be  found,  after  this  law  has  been  in  operation  three  years, 
that  the  advantages  shall  be  such  as  to  justify  the  extension  ot 
the  system,  and  again  after  six  years’  experience  shall  prove 


that  it  is  desirable  to  still  further  extend  it,  this  may  be  done 
without  new  leii’islation  ; but  if,  on  the  other  hand,  it  should 
be  found  that  this  legislation  was  not  remedial,  and  the  banks 
did  not  avail  themselves  of  their  privileges  under  this  bill,  then 
no  serious  derangement  would  have  resulted  in  consequence  of 

its  enactment. 

IS  LEGISLATION  NEEDED? 

In  the  consideration  of  this  subject  two  very  natural  ques- 
tions are  asked  at  the  outset:  Firsb  what  is  the  necessity  for 
any  currency  legislation  at  all?  Second,  if  any  adoitional  cur- 
rency be  needed,  why  would  not  an  expansion  of  the  present 

bond-secured  notes  be  sufficient? 

I will  trv  as  briefly  as  possible  to  answer  these  inquiries. 

It  may  l)e  at  the  present  moment  that  no  further  currency  is 
needed,  but  it  is  not  safe  to  assert  that  within  another  twelve 
months  there  may  not  be  a pressing  demand  for  it. 

Is  it  tail-  to  suliject  the  business  of  the  country  to  any  con- 
striction by  reason  of  an  inadequate  currency,  if  it  is  within 
our  })ower,  without  injury  to  any  one,  to  make  a possible  pro- 
vision against  it?  Is  it  not  reasonable  to  expect  Imsiness  to 

expand  in  the  future,  as  in  the  past? 

It  may  be  useful  to  sfo  back  live  years,  and  observe  some  of 

the  cluinores  that  mark  the  period. 

EXPANSION  OF  THE  BUSINESS  OF  THE  COUNTRY. 

The  total  amount  of  money  in  circulation  in  1896  -was 
$1,506,434,966;  the  total  amount  of  circulation  Sept.  1,  1901, 
was  $2,184,576,890,  — an  increase  of  $678,141,924,  or  45 
per  cent.  While  this  seems  very  much,  being  $28  per  capita, 
as  against  $21.10  per  capita  in  1896,  yet  it  is  not  out  of  pro- 
portion to  the  increase  in  the  business  of  the  country. 

exports. 

The  total  exports  in  1896  were  $882,606,938;  the  total 
exports  for  the  present  fiscal  year  were  $1,487,764,991,  or  an 

increase  of  68  per  cent. 
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IRON. 

44ie  total  amount  of  pig  iron  produced  in  1896  was 
8,623,127  tons,  as  against  13,789,242  tons  in  1901,  an 
increase  of  over  5,000,000  tons,  or  very  nearly  60  per  cent. 
The  value  of  the  pig  iron  produced  in  1896  was  $90,250,000; 
the  value  of  the  pig  iron  produced  in  1901  was  $259,144,000, 
— an  increase  of  $168,894,000,  or  188  per  cent,  greater  in 

1901  than  in  1896. 


MINERAL  PRODUCT. 


The  total  mineral  product  of  the  country  in  1896  was 
$622,533,016,  as  against  $1,070,108,889  in  1901,  — an  increase 
of  $447,575,873,  or  about  71  per  cent. 


COAL. 

The  coal  mined  in  1896  was  171,416,390  tons,  and  in  1901 
it  was  240,965,917  tons,  — an  increase  of  69,549,527  tons,  or 
40  per  cent,  in  tons,  but  in  value  nearly  60  per  cent. 
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COTTON. 

The  cotton  spun  in  American  mills  in  1896  was  2,505,000 
bales,  and  in  1901  3,644,000  bales,  — an  increase  of  1,139,000 
bales,  or  45  per  cent. 

FREIGHT. 


The  freight  carried  by  railways  in  1896  was  773,868, <10 
tons,  and  in  1901  1,101,680,238  tons,  or  42  per  cent,  increase. 


POST-OFFICE. 

The  revenue  of  the  post-office  department  in  1896  was 
$82,499,208,  and  in  1901  $111,631,193,  or  an  increase  of 

36  per  cent. 

REVENUE. 

The  total  revenue  of  the  government  in  1896  was  $326,976,- 
200,  and  in  1901  it  was  $585,752,067,  — an  increase  of 

$258,775,867,  or  79  per  cent. 
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These  cover  some  of  the  most  important  dei)artments  of 
Imsiness,  but  the  comparisons  are  useful  in  this  connection,  as 
• showing  the  constantly  increasing  use  for  currency. 

CLEARINGS. 

I could  go  on  and  with  figures  that  I ha’v  e at  hand  show  that 
in  almost  every  department  of  business  the  same  percentage 
ot  increase  is  maintained.  Perha})s  the  most  remarkable  ex- 
hibit is  found  in  the  increased  clearings  of  the  clearing  houses 
of  the  Lbiited  States.  In  1896  they  amounted  to  $51,922,299,- 
114,  in  1901  they  amounted  to  $114,190,226,021,  or  an  in- 
crease of  about  120  per  cent. 

Of  course  it  is  urged  that  the  great  business  of  the  country 
is  done  by  checks  and  drafts.  This  is  perfectly  true,  but  there 
will  be  no  doubt  abundant  use  for  all  the  available  currency  by 
the  80,000,000  people  of  the  United  States,  so  generally  em- 
ployed as  they  are  to-day,  and  as  they  will  be  likely  to  be  if 
business  is  to  continue  to  expand  as  we  hope  and  expect. 

It  may  perhaps  be  argued  that  the  power  to  issue  credit 
notes  would  not  be  as  useful  to  city  banks  as  to  those  of  the 
countiy.  I maintain  that  it  is  just  here  that  the  permission  to 

issue  credit  notes  under  this  bill  would  be  most  useful  in  cer- 
tain emergencies  to  the  city  banks,  especially  in  times  of  com- 
mercial panic,  when  there  is  an  urgent  demand  for  currency,  — ^ 

a pressure  which  is  not  so  much  due  to  a I'eal  increase  in  the 
demand  for  credit,  as  from  the  fact  that  distrust  is  cast  upon  all 
kinds  of  credit  which  are  not  represented  by  currency. 

There  is  an  indiscriminate  striving  for  money,  fearing  that  it 
cannot  be  had.  This  was  the  experience  in  Xew  York  in  the 
panic  of  1893.  People  paid  a premium  for  currency,  and  the 
banks  felt  compelled  to  withhold  payment  of  currency  for 
checks,  l)ecause  the  supply  of  currency  was  limited,  and  the 
banks  knew  that  they  were  required  by  law  to  hold  a certain 
amount  as  cash  reserve. 

The  capital  of  the  national  banks  of  New  York  City  is 
$66,800,000,  and  their  bonds  deposited  in  the  treasury  to 
secure  circulation  stood,  on  Dec.  13,  1900,  at  $31,710,000. 
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Had  this  been  the  eondition  in  1893,  and  had  this  bill  been 
in  force,  the  banks  could  have  issued  about  $6,000,000  in 
credit  notes.  The  mere  authority  to  issue  these  notes  would 
have  minimized  the  fear  regarding  the  currency  supply,  and 
])robably  have  prevented  the  suspension  of  currency  payments 
bv  the  banks. 

4. 

Xor  would  this  be  all;  the  authority  under  this  bill  to  issue 
credit  notes  would  tend  to  allay  a panic  in  another  way ; l)y 
giving  to  the  country  banks  an  increased  power  of  issue,  it 
would  allow  them  to  hold  their  cash  reserve,  and  would  greatly 
diminish  their  drafts  upon  New  5.  ork  and  other  reserve  cities 
for  legal  tender  money. 

The  amount  of  the  issue  of  credit  notes  under  the  provi- 
sions of  this  bill  at  the  end  of  three  years  would  be  about 
$12,000,000,  and  at  the  end  of  six  years  about  $24,000,000. 

The  power  to  issue  such  notes  would  have  rendered  it 
unnecessary  for  the  New  York  clearing  houses  to  issue  loan 
certificates. 

The  relief  which  the  Xew  York  and  other  I’eserve  city  banks 
would  experience,  in  addition  to  their  power  of  issue,  would 
be  the  diminished  drafts  upon  their  reserve  deposits,  which  is 
always  so  serious  a menace  in  times  of  panic  or  monetary  dis- 
turbances. The  relief  might  perhaps  be  greater  than  would 
come  from  the  issue  of  their  own  notes,  but  there  is  no  doubt 
that  with  both  of  these  resources  there  would  be  greater  elas- 
ticity  in  our  banking  sj^stem  under  all  emergencies. 

AMOUNT  OF  CURRENCY  TO  BE  ISSUED. 

The  total  amount  of  asset  currency  obtainable  under  the 
jn’ovisions  of  this  bill  cannot  bo  stated,  exceed  as  based  upon 
capital  stock  and  the  bond  deposit  on  a fixed  date.  On  Sept. 
30,  1901,  there  were  4,254  national  banks  in  existence,  with  a 
capital  of  $661,851,695,  and  bonds  on  deposit  to  secure  circu- 
lation of  $330,721,930. 

Asset  currency  to  the  extent  of  20  per  cent,  of  the  bond 
deposit  would  be  obtainable  to  the  amount  of  $66,144,386,  10  per 

cent,  of  the  capital  being  $66,185,169. 


16 


17 


Asset  curfency  to  the  extent  of  40  pet  cent,  of  the  bond 
deposit  issuable  at  the  end  of  three  years  would  amount  to 
$132,288,772,  20  per  cent,  of  the  capital  being  $132,370,339. 

After  six  years  the  amount  of  currency  issuable  would  be  80 
per  cent,  of  the  bond  deposit,  namely,  $264,577,544,  and  40  per 
cent,  of  the  capital  would  be  $264,740,678. 

Of  course  these  are  the  theoretical  limils  to  which  guaranty 
notes  could  be  issued  upon  the  present  capital  and  bond  hold- 
ino-s  of  the  national  banks.  The  maximuiu  amount  which 
would  actually  be  taken  out  would  probably  l)e  very  much  less 
than  these  figures. 

The  bonds  are  not  uniformly  distributed  among  the  banks, 
and  those  having  more  than  50  per  cent,  of  their  capital  in 
bonds  could  not  take  out  in  any  case  more  than  10  per  cent, 
of  their  capital  in  guaranty  notes.  Any  excess  of  bonds  above 
50  per  cent,  of  the  capital  would  not  be  available  for  the 
issue  of  guaranty  notes,  and  the  limit  of  maximum  issues 
would  therefore  be  diminished  by  the  amount  ot  this  excess. 
Furthermore,  it  is  improbable  that  the  authority  to  issue 
guaranty  notes  would  be  used  to  its  full  limit,  especially  in  the 
case  of  the  banks  of  large  cities,  where  even  the  present  bond- 
secured  notes  are  not  an  important  element  in  the  business  ot 
the  banks. 

The  relation  of  the  guaranty  notes  to  the  bond-secured  notes 
was  made  intentionally,  to  avoid  any  radical  changes  which 
might  disturb  the  value  of  the  bonds  in  the  market. 

If  it  should  be  found  that  there  was  any  great  advantage  in 
the  new  circulation,  the  banks  would  be  likely  to  retire  their 
bond-secured  currency  and  take  out  the  new  circulation,  if  the 
one  had  not  been  made  dependent  upon  the  other,  as  in  this 
bill. 

All  calculations  and  estimates  that  ha\  e been  made  by  the 
officers  of  the  treasury  department  prove  beyond  any  reason- 
able question  that  an  established  guaranty  fund  of  five  per  cent, 
on  the  notes  issued,  and  to  be  maintained  by  an  annual  tax  of 
one-half  of  one  per  cent.,  would  be  ample  in  any  emergency. 

To  the  second  question:  If  any  additional  currency  be  needed. 


why  would  not  an  expansion  of  the  present  bond-secured  notes  be 
sufficient?  I Avill  say  it  is  not  a (juestion  whether  the  present 
bond-secured  notes  ina^^  or  may  not  be  ex{)anded ; it  is  the 
character  of  the  currency  to  which  olqection  is  made.  It  is 
rigid  and  infiexil)le.  To  further  extend  it  would  increase  the 
market  value  of  bonds,  and  so  narrow  the  profits  of  the  banks 
that  it  would  not  lie  lor  their  interest  to  increase  their  circula- 
tion . 

It  is  hard  to  see  where  any  further  increase  in  bond-secured 
currency  is  to  come  from,  since  the  banks  have  already  availed 
themselves  of  the  right  to  issue  to  the  }>ar  value  of  their  bond<, 
under  the  act  of  iNIarch  14,  1900.  Nothing  more  can  be 
looked  for  in  this  direction. 

The  present  currency  has  none  of  the  features  of  elasticity 
which  will  permit  it  to  be  taken  out  when  needed  durim>-  a 
period  ot  Inisiness  activity  or  monetary  pressure,  and  returned 
when  not  needed.  Once  taken  out,  it  stays  out. 

The  method  of  retiring  is  so  cumbersome  and  tedious  and  so 
likely  to  disturb  the  bond  market  that  it  is  not  retired,  but 
when  not  in  active  use  throughout  the  country  it  finds  its  wav 
to  New  York  and  other  great  money  centres. 

A desiralile  tendency  of  the  new  form  of  currenev  will  be 
that  the  credit  notes  issued  by  the  country  banks  will  be  likely 
to  remain  in  the  immediate  neighborhood  of  the  banks  issuing 
them,  inasmuch  as  they  are  not  available  as  a reserve.'  Such 
notes  will  jiossess  what  is  termed  a homing  quality,  as  the 
banks  in  a time  of  I’edundancy  of  funds  will  not  be  likelv  to 
hold  or  loan  the  notes  of  other  banks,  preferring  to  keeji  their 
own  notes  out  instead. 


CONCLUSION. 

It  is  difficult  to  interest  people  generally  in  the  suliject  of 
banking  and  currency,  and  eyen  legislators  themselves  are  loth 
to  put  their  minds  upon  it. 

While  the  subject  of  gold  and  silver  is  full  of  romance  to 
every  one,  from  the  boy  who  reads  the  “Arabian  Nights"  to 
the  boy  orator  from  the  Platte  River,  the  subject  of  the  cur- 
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rcnov  to  most  people  is  Hat  and  uninteresting.  It  is  therefore 
not  an  easy  matter  to  secure  currency  legislation. 

All  reforms  must  be  made  l>y  easy  steps.  It  must  be  re- 
meml>ered  that  we  are  legislating  for  forty-five  States,  and 
there  is  great  jealousy  lest  an  act  may  seem  to  favor  one  sec- 
tion more  than  another.  It  was  for  this  reason  that  the  bill 
which  came  forth  from  the  committee  was  made  so  extremely 
modest  and  tentative  in  its  provisions. 

It  may  be  that  this  bill  which  bears  my  name  will  not  be  the 
one  to  be  taken  up  in  the  next  Congress.  Some  other  measure 
may  be  introduced  which  Avill  better  meet  the  wants  of  the 
countrv. 

I have  no  personal  ambition  that  the  bill  shall  bear  my  name, 
and  shall  gladly  support  any  bill  that  seems  calculated  to  aive 
the  country  the  l>est  and  safest  character  of  currency. 

It  is  justice  to  my  colleagues  on  the  banking  and  currency 
committee  to  tell  you  that  they  are  all  anxious  for  legislation 
of  this  character,  and  Avere  especially  helpful  in  carrying  the 
bill  through  the  committee. 

The  study  of  the  question  of  sound  finance  has  occupied  the 
attention  of  the  banking  and  currency  committee  for  seA^eral 
years,  and,  although  little  may  have  come  forth  from  that  com- 
mittee, it  is  due  to  it  to  say  that  Avhatever  Avas  accomplished 
by  the  so-called  caucus  committee  Avas  the  result  of  the  work 
that  had  been  previously  done  in  the  banking  and  currency 
committee.  The  caucus  committee  took  for  the  basis  of  its 
Avork  Avhat  is  knoAvn  as  the  Hill  bill. 

As  to  the  subject  of  asset  currency,  it  must  be  stated  that 
to  Hon.  Charles  N.  FoAvler  of  New  Jersey,  Avho  noAv  ranks  as 
senior  member  of  the  banking  and  currency  committee,  and 
who  Avill  probably  be  made  its  chairman  in  place  of  Mr.  Brosius 
of  Pennsylvania,  recently  deceased,  belongs  the  credit  of  being 
the  pioneer  advocate  of  an  elastic  asset  currency. 

There  are  two  principles  that  I shall  contend  for, — the 
})erfecting  of  the  gold  standard  as  provided  in  the  Hill  or 
Overstreet  bills,  and  some  form  of  asset  currency  Avhich  will 
adapt  itself  to  the  expanding  and  contracting  volume  of 
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business,  and  A\hich  shall  have  for  its  basis  and  safei>uard  the 
billions  of  assets  held  by  the  national  banks. 

Mr.  Chairman  and  gentlemen  : Avhen  it  comes  to  treatiim'  the 
subject  of  the  currency  Avhich  so  vitally  concerns  the  business 
of  the  country,  it  is  but  natural  to  look  to  the  practical  men 
of  affairs  for  Avise  and  pertinent  suggestions. 

Whether  you  favor  this  bill  or  not,  Avhether  you  favor  any 
currency  legislation  or  not,  I beg  you  Avill  bear  in  mind  that 
there  is  nothing  more  gratifying  than  to  have  you  manifest  an 
interest  in  the  subject.  There  is  nothing  so  helpful  to  a Kei)- 
resentative  in  Congress,  anxious  to  do  faithful  service,  as  the 
honest  criticism  of  his  Avork,  Avhether  it  be  to  a})prove  or  dis- 
^ approve. 

1 am  here  to-day  not  more  to  tell  you  Avhat  we  are  trying 
to  do  in  Congress  about  the  currency  than  to  have  you  tell  me 
what  you  think  ought  to  be  done ; for,  Avhatever  vieAvs  you 
hold,  you  may  be  sure  your  Avords  Avill  have  great  Aveight  and 
your  counsel  Avill  at  all  times  be  most  welcome. 
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